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Executive  Summary 


This  aggregate  statistical  report  of  taxes  collected  from  corporations  and  certain  ottier  businesses  fulfills  ttie  requirements  of 
section  82  of  chapter  62C  of  the  General  Laws,  as  established  by  Chapter  402  of  the  Acts  of  1 992. 

Contents  of  the  Report 

The  report  provides  summary  infomiation  on  the  tax  owed,  income,  and  use  of  credits,  deductions,  exemptions,  and  exclusions 
by  corporations  doing  business  in  the  Commonwealth.  The  statistical  tables  cover  each  type  of  corporation  subject  to  the 
fvlassachusetts  corporate  excise  under  M.G.L  Chapter  63,  including  business  corporations,  banks,  insurance  companies,  and 
public  utilities.  Information  for  the  report  is  drawn  from  tax  returns  filed  with  the  Department  of  Revenue  for  tax  year  1997;  as 
provided  by  section  82,  information  not  reported  on  Massachusetts  tax  returns  for  tax  year  1997  is  not  included  in  this  report. 

The  tables  in  this  report  present  consolidated  total  amounts  by  industry  and  by  the  amount  of  gross  receipts,  Massachusetts 
taxable  income,  and  corporate  excise  due.  In  all  cases,  both  he  numt>er  of  corporations  reporting  and  the  total  dollar  amount 
of  a  line  item  are  given.  Additional  information  about  the  structure  of  the  business  corporation,  bank,  insurance  company,  and 
public  utility  excises  is  provided  in  an  appendix  at  tine  end  of  tiiis  report. 

To  the  extent  ttiat  data  were  available,  the  tables  report  all  deductions,  exemptions,  and  exdusbns,  allowed  under 
Massachusetts  General  Law  for  tax  year  1 997. 

Industry  group  detail  tables  are  provided  for  business  corporation  line  item  data,  since  corporations  from  many  different 
industry  groups  are  required  to  file  such  retums.  The  data  presented  in  the  tables  reflect  information  as  filed  by  the  corporate 
taxpayer  and  have  not  been  adjusted  for  subsequent  audit  or  enforcement  activity  by  the  Departinent. 

h/lssing  or  Not  Applicable  Data 

The  tables  in  this  report  are  based  upon  line  item  information  from  taxpayers'  retijms  which  may  have  missing  information  or 
which  may  be  inapplicable  to  some  detail  subcategories  presented  in  tine  table.  In  all  cases,  tine  aggregate  amounts  reported 
include  all  available  information  for  a  line  item,  subject  to  restilctions  to  preserve  \he  confidentiality  of  taxpayer  data.  An 
example  of  missing  data  some  retums  lacked  Standard  Industiial  Classification  codes.  Therefore,  infomiation  for  tiiose 
retums  is  reported  in  tiie  "Missing  or  Not  Applicable  Data"  columns  of  the  industiy  group  detail  tables.  An  example  of  data  not 
applicable:  the  line  item  for  Income  Subject  to  Apportionment  is  not  present  for  corporations  filing  as  Small  Business 
Corporations.  These  corporations  are  required  to  have  all  tiieir  income  derived  from  Massachusetts  activity,  so  tiiere  is  no 
apportionment  involved. 

Confidentiality  of  Taxpayer  Data 

The  results  presented  in  ttie  tables  comply  witii  tiie  Commonweatth's  laws  regarding  tiie  confidentiality  of  taxpayer  data. 
Including  tine  relevant  provisions  of  section  82,  and  tiie  rules  for  implementing  tiiose  laws.  These  rules  disallow  tiie  reporting  of 
line  item  information  for  an  individual  corporation;  ttierefore,  when  tiie  data  upon  which  this  report  is  based  pertain  to  less  tiian 
tinree  corporations,  no  dollar  amount  has  been  disclosed. 
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Changes  from  the  1996  Report 


The  statistics  in  this  report  reflects  two  tax  law  changes  in  1 996,  that  affected  1 997  corporate  excise  collections.  These 
are: 


Change  of  apportionment  formulas  for  mutual  fund  ser\/ice  corporations  and  certain  manufacturers.  Effective  January  1 , 
1 997,  the  sales  factor  destination  test  requires  mutual  fund  service  corporations  to  attribute  their  mutual  fund  sales  to 
Massachusetts  based  on  the  domicile  of  the  shareholders  in  the  mutual  fund. 

Effective  July  1 , 1 997,  a  mutual  fund  corporation  may  elect  to  apportion  its  net  income  by  using  a  "single  sales  factor",  if  the 
corporation  increases  its  workforce  in  Massachusetts  by  5%  a  year  for  five  years  based  on  its  1996  employment  level. 

The  apportionment  formula  for  a  section  38  manufacturer,  (a  corporation  engaged  in  substantial  manufacturing),  will  be  adjusted 
yearly  over  the  next  four  years  to  gradually  increase  sales  factor  weight  by  1 0%  annually,  and  to  reduce  the  payroll  and  property 
factors'  weight  by  5%  each  per  year.  For  section  38  manufacturers,  the  weights  in  tax  year  1997  are  70%,  15%  and  15%,  for 
sales,  property  and  payroll  respectively. 

New  tax  credit  for  Full  Employment  Program.  For  tax  years  beginning  on  or  after  January  1 ,  1997,  an  employer  who 
participates  in  the  Full  Employment  Program  and  continues  to  employ  a  participant  for  at  least  one  full  month 
after  subsidy  for  that  participant  has  expired,  may  claim  this  credit.  The  credit  amount  may  be  up  to  $100  per 
month  per  participant,  with  a  maximum  credit  of  $1,200  per  participant  per  year;  and  unused  credits  may 
be  carried  forward  for  5  years. 
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Table  S2 

Corporate  Excise  Returns  for  1995, 1996  and  1997 


1995 

1996 

Amount 
Difference 

Percent 
Difference 

1997 

Amount 
Difference 

Percent 
Difference 

Number  of  All  Returns 

119,724 

134,786 

15,062 

12.6% 

141,686 

6,900 

5.1% 

Gross  Receipts 
Number 

Amount  ($000s) 

62,525 
3,543,113,775 

66,384 
3.813.323.274 

3,859 
270,209,499 

6.2% 
7.6% 

68,642 
4,536.183.332 

2,258 
722,860,058 

3.4% 
19.0% 

Gross  Profits 
Number 

Amount  (SOOOs) 

62,129 
1,121,545,488 

66,030 
1,267,588,871 

3,901 
146,043,383 

6.3% 
13.0% 

68,441 
1,447,059,787 

2,411 
179,470,916 

3.7% 
14.2% 

Net  Operating  Loss 
Carryover 
Number 

Amount  ($000s) 

12,686 
25,153,414 

13,989 
27,606,659 

1,303 
2.453.245 

10.3% 
9.8% 

14,585 
30,385,630 

596 
2,778.971 

4.3% 
10.1% 

Income  Subject  to 
Apportionment 
Number 

Amount  (SOOOs) 

58,830 
73,159,115 

65,522 
71,963,237 

6.692 
-1.195.878 

1 1 .4% 
-1.6% 

68,600 
74,910,400 

3,078 
2,947,163 

4.7% 
4  1% 

Massachusetts  Taxable 
Income 
Number 

Amount  ($000s) 

35,709 
7,807,610 

39.031 
8.775.532 

3.322 
967.922 

9.3% 
12.4% 

40,677 
10,009,721 

1,646 
1,234,189 

4.2% 
14.1% 

Nonincome  Excise 
Number 

Amount  ($000s) 

89,812 
139,800 

98.994 
155.048 

9.182 
15.248 

10.2% 
10.9% 

102,236 
171,652 

3,242 
16,604 

3.3% 
10.7% 

Income  Excise 
Number 

Amount  ($000s) 

33,383 
663,852 

36.393 
726,354 

3,010 
62.502 

9.0% 
9.4% 

37.705 
786.591 

1,312 
60,237 

3.6% 
8.3% 

Excise  Due 
Number 

Amount  ($000s) 

119.724 
736,352 

134,786 
824,128 

15,062 
87.776 

12.6% 
11.9% 

141,686 
896,917 

6,900 
72,789 

5.1% 
8.8% 

Exemption  for  Property 
Subject  to  Local  Taxation 
Number 

Amount  ($000s) 

52.758 
25,924,217 

56,690 
28.409,512 

3.932 
2.485.295 

7.5% 
9.6% 

56,800 
31,022,903 

110 
2,613,391 

0.2% 
9.2% 

Tax  Credit  for  Building  in 
a  Poverty  Area 
Number 

Amount  (SOOOs) 

18 

58 

5 
62 

-13 
4 

-72.2% 
6.9% 

** 
*« 

N/A 
N/A 

N/A 
N/A 

Economic  Opportunity 
Area  Credit 
Number 

Amount  (SOOOs) 

61 
2,844 

59 
2.877 

-2 
33 

-3.3% 
1.2% 

71 
3.461 

12 
584 

20.3% 
20.3% 

Renovation  Deduction 
Number 

Amount  (SOOOs) 

72 

202,428 

45 
53.243 

-27 
-149,185 

-37.5% 
-73  7% 

40 

209,671 

-5 

156,428 

-11.1% 
293  8% 

Investment  Tax  Credit 
Number 

Amount  (SOOOs) 

2,256 
39,208 

2.215 
36,411 

-41 
-2,797 

-1.8% 
-7.1% 

2.271 
43.946 

56 
7,535 

2.5% 
20.7% 

Vanpool  Credit 
Number 

Amount  (SOOOs) 

16 
160 

14 

179 

-2 
19 

-12  5% 
1 1 .9% 

12 
308 

-2 
129 

-14.3% 
72.1% 

Research  Credit 
Number 

Amount  (SOOOs) 

817 
62.180 

970 
57,741 

153 
-4,439 

18.7% 
-7.1% 

1.070 
59.672 

100 

1,931 

10.3% 
3.3% 

Harbor  Maintenance  Credit 
Number 

Amount  (SOOOs) 

N/A 
N/A 

50 
342 

N/A 
N/A 

N/A 
N/A 

64 
1.847 

14 
1,505 

28.0% 
440.1% 

Full  Employment  Credit 
Number 

Amount  (SOOOs) 

N/A 

N/A 

N/A 
N/A 

N/A 

N/A 

N/A 

N/A 

7 

6 

N/A 

N/A 

N/A 
N/A 

See  footnotes  after  Table  7 
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Table  5 

1997  Financial  Institution  Excise  Returns  by  Federal  Net  Income 


Range  of  Federal  Net  Income 

•S10  Million 
or  Less 

S10  Million  to 
•SI  million 

-SI  Million  to 
Zero 

Zero 

Zero  to 
S100.000 

SIOO.OOO  to 
SI  Million 

SI  Million  to 
S5  Million 

S5  Million  to 
S10  Million 

S10  Million 
or  More 

ALL 

Tot3l  NumbGr  ReportinQ 

54 

32 

50 

29 

22 

107 

135 

33 

137 

599 

Federal  Net  Income 

Number 

Amount  (SOOOs) 

54 

(4.195,618) 

32 

(136.371) 

50 

(11.498) 

29 
0 

22 
808 

107 
56.497 

135 
316.679 

33 

247.062 

137 

28,701,636 

599 

24.979.196 

State/Municipal  Bond 
Interest 

Number 

Amount  (SOOOt) 

10 

192,238 

5 

2.901 

8 

336 

N/A 

N/A 

36 
1.534 

54 
9.498 

20 
6.026 

101 
911.552 

236 
1.124.086 

Taxes  Deducted  from 
Federal  Net  Income 

Number 

20 
63.728 

17 
6.029 

37 
133 

3 
1 

20 
87 

97 

6.791 

129 
38.521 

30 
17.988 

130 
1.670.615 

483 
1.803,894 

Capital  Loss  Carryover 
Used 

Number 

N/A 

N/A 

4 

232 

10 
1.854 

N/A 

4 

11.699 

21 

17.164 

Other  Income 
Number 

Amount  (SOOOs) 

28 

701 .043 

11 

81.791 

N/A 

13 
80 

14 

318 

18 

92,324 

87 

915.640 

Abandoned  Building 
Renovation  Deduction 

Number 

Amount  (SOOOs) 

Income  Subject  to 
Apportionment 

Number 

Amount  (SOOOs) 

N/A 

N/A 

N/A 

4 

6.306 

22 
936 

107 
65.131 

135 
366.868 

33 

304.200 

137 

31,320,171 

442 

32,107,972 

Adjusted  Taxable  Income 

Number 

Amount  (SOOOs) 

N/A 

N/A 

N/A 

N/A 

20 
717 

107 
60.242 

133 
293.524 

31 

115.326 

130 
903,615 

427 
1.374,165 

Economic  Opportunity 
Area  Credit 

Number 

Amount  (SOOOs) 

N/A 

N/A 

N/A 

Full  Employment  Credit 

Number 
Amount  (SOOOs) 

Excise  Due  Before 
Voluntary  Contribution 

Number 
Amount  (SOOOs) 

54 
89 

32 
23 

50 
29 

29 
16 

22 
60 

107 
6.796 

135 
33,1 12 

33 
13,022 

137 
101.928 

599 
155.096 

Excise  Due  After 
Voluntary  Contribution 

Number 
Amount  (SOOOs) 

54 
89 

32 
23 

50 
29 

29 
16 

22 
80 

107 
6,796 

135 
33.112 

33 
13.022 

137 
101.928 

599 
155.096 

Contributions  to 
Bad  Debt  Reserve 

Number 

Amount  (SOOOs) 

11 

636.541 

9 

31.431 

8 

10.530 

6 

907 

55 

6.877 

73 

33.827 

16 

15.408 

60 

2,770,444 

238 
3.505,965 

Actual  Bad  Debts 

Number 

1 1 

1.040.004 

1 1 

20.660 

9 

4.257 

4 

2.296 

7 

909 

70 
11.956 

90 
42.274 

24 
97.813 

91 

7.694.996 

317 
8.915,167 

Capital  Loss  Claimed 

Numt>er 
Amount  (SOOOs) 

N/A 

N/A 

N/A 

6 
136 

9 
647 

3 

1.464 

4 

2.298 

25 
4.568 

Total  Capital  Gains 
Claimed 

Number 
Amount  (SOOOs) 

5 

184.660 

4 

10.704 

3 

795 

N/A 

N/A 

24 

8.604 

42 

15.628 

7 

74.133 

45 

948.339 

133 
1.242.965 

Total  Income  Reported 

Number 
Amount  (SOOOs) 

15 

17,380,421 

20 

901.316 

28 

284  350 

17 

409,606 

19 
43,611 

98 

71 1.501 

122 
2,570,966 

28 

1,969,462 

114 

183,556.533 

461 

207.827.766 

See  footnotes  after  table  7 
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Table  6 

1997  Public  Service  Company  and  Urban  Redevelopment  Organization  Excise  Returns 


All  Public  Service 
Companies 

Total  Number  Reporting 

117 

Federal  Net  Income 
Number 

Amount  (SOOOs) 

112 
4.804,543 

State/Municipal  Bound 
Interest 
Number 

Amount  (SOOOs) 

15 
3.944 

Taxes  Deducted  from 
Federal  Net  Income 

Number 

Amount  (SOOOs) 

90 

590,542 

Capital  Loss  Carryover 
Used 
Number 

Amount  (SOOOs) 

Other  Income 
Number 

Amount  (SOOOs) 

7 

-11.288 

Total  Income 
Numt>er 
Amount  (SOOOs) 

112 
5.387,742 

Dividends  Received 
Number 

Amount  (SOOOs) 

3 

2,859.474 

Adjusted  Net  Income 
Number 

Amount  (SOOOs) 

112 
2,528.268 

Apportioned  Taxable 
Income 
Number 

Amount  (SOOOs) 

71 

1.657.355 

Excise  Due  before 
Voluntary  Contribution 

Number 

Amount  (SOOOs) 

70 

107,728 

Economic  Opportunity 
Area  Credit 

Number 

Amount  (SOOOs) 

Excise  Due  After 
Voluntary  Contribution 
Number 

Amount  (SOOOs) 

70 

107.728 

Urban  Redevelopment 
Organizations 

Total  Number  Reporting 

284 

Gross  Income  From  All  Source 
Number 

Amount  (SOOOs) 

282 

351,791 

%5  Tax  on  Gross  Income 
Number 

Amount  (SOOOs) 

282 

17.590 

Fair  Cash  Value  of  Property 
Exempt  from  Local  Taxation 

Number 

Amount  (SOOOs) 

283 
2.090.726 

1%  Tax  on  Fair  Cash  Value 
Number 
Amount  (SOOOs) 

283 

20.907 

Minimum  Excise  Based  on  Local 
Property  Tax  Rate 

Number 

Amount  (SOOOs) 

194 
5.265 

Excise  Due  Before 
Voluntary  Contribution 
Number 

Amount  (SOOOs) 

284 

39,089 

Excise  Due  After 
Voluntary  Contribution 

Number 

Amount  (SOOOs) 

284 

39  089 

See  footnotes  after  Table  7. 
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Footnotes  to  Tables 

All  Tables 

"Information  withheld  to  maintain  confidentiality. 
Abbreviations 

Fed.  Res.  Expenses 

Federal  Research  Expenses 

Pollution  Con.  Fac. 

Pollution  Control  Facilities 

Income  Sub.  Apportionment 

Income  Subject  to  Apportionment 

Mass.  Taxable  Income 

Massachusetts  Taxable  Income 

Net  Op.  Loss  Carryover 

Net  Operating  Loss  Carryover 

Exem  Prop.  Sub.  Loc.  Tax. 

Exempt  Property  Subject  to  Local  Taxation 

Cned.  Build  in  Pov.  Area 

Property  Tax  Credit  for  new  facility  in  a  poverty  area 

Econ.  0pp.  Area  Credit 

Economic  Opportunity  Area  Credit 

Hartx)r  Main.  Credit 

HartxDr  Maintenance  Tax  Credit 
Full  Employ.  Credit 

Full  Employment  Program  Credit 


Table  2 

*To  maintain  confidentiality  of  tax  retum  information,  line  item  detail  for  corporations  with  negative  gross  receipts  was 
combined  with  that  for  corporations  with  zero  gross  receipts. 

Tables 

*The  minimum  corporate  excise  is  $456  for  all  corporations,  including  security  corporations,  whose  minimum  excise 
were  $228  prior  to  1995. 

Table  4 

"Because  losses  were  not  included  in  the  aggregate  statistics  of  Massachusetts  Taxable  Income,  ranges  are  only 
greater  than  or  equal  to  zero  for  this  year's  report. 
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Appendix  A:  The  Corporate  Excise 
Description  of  Massachusetts  Business  Corporation  Excise 

PART  1:  INCOME  EXaSE 

1.  Gross  Receipts  or  Sales 

A  corporation's  gross  receipts  or  sales,  less  returns  and  allowances  as  stated  on  US  Form  1 120,  line  1c  (Massachusetts 
Form  355A,  355B,  355S-A,  355S-B,  355CA,  355CB,  355SBC,  Schedule  E,  Item  1). 

2.  nmss  Profit 

A  corporation's  gross  receipts  less  cost  of  goods  sold  as  shown  on  US  Form  1 120,  line  3  (Schedule  E,  line  2). 

3.  Federal  Net  Income 

Total  income  minus  total  deductions  as  stated  on  US  Form  1 120,  line  28.  More  specifically,  this  item  reflects  a 
corporation's  federal  taxable  income  before  net  operating  losses  and  special  deductions  are  applied  (Schedule  E,  Item  4). 

4.  Income  Stihject  to  Apportjonment 

Income  subject  to  apportionment  is  federal  net  income  with  certain  adjustments.  A  deduction  equal  to  the  amount  of  the 
US  Jobs  Credit  is  allowed.  The  following  items  which  are  excluded  from  federal  net  income  must  be  included  in  income 
subject  to  apportionment: 

•  state  and  municipal  bond  interest  (Schedule  E,  Item  6) 

•  foreign,  state  or  local  income,  franchise,  excise  or  capital  stock  taxes  (Schedule  E,  Item  7) 

•  other  adjustments  (Schedule  E,  Item  8) 

The  following  deductions  are  then  subtracted  from  federal  net  income  to  arrive  at  income  subject  to  apportionment 

•  abandoned  building  renovation  deduction  (Schedule  E,  Item  10). 

•  allowable  dividends  deduction  (Schedule  E,  Item  1 1) 

•  allowable  loss  carryover  (Schedule  E,  Item  13) 

5.  Massachuj^etts  Apportioned  Income 

A  corporation's  Massachusetts  apportioned  income  is  determined  by  multiplying  income  subject  to  apportionment  by  the 
apportionment  percentage  (Schedule  E,  Item  16). 

6.  Ma<t«tfirhiispft«;  TayaNe  Inmme 

Income  taxable  in  Massachusetts  is  determined  by  deducting  tine  following  amounts  from  Massachusetts  apportioned  in- 
come: tiie  certified  Massachusetts  solar  or  wind  power  deduction  and  25%  of  wages  paid  to  eligible  poverty  area 
employees  (Schedule  E,  Item  19). 

7.  Income  Excise 

A  corporation's  income  excise  is  determined  by  multiplying  its  taxable  income  in  Massachusetts  by  tiie  applicable  tax  rate. 
For  C  corporations,  tiie  tax  rate  is  9.5%.  If  two  or  more  C  corporations  are  organized  as  a  combined  corporate  group,  the 
income  excise  is  reported  by  tine  principal  reporting,  or  parent,  corporation  only  (Forms  355A,  355B,  355C-A  and  355C-B, 
Computation  of  Excise,  Item  4).  For  businesses  organized  as  S  corporations,  the  income  excise  depends  on  tine  total 
income  of  the  corporation  (Forms  355S-A  and  355S-B,  Computation  of  Excise,  Item  4a).  If  tiie  total  income  is  less  tfian  $6 
million,  tiien  there  is  no  income  excise  levied.  If  total  income  is  between  $6  and  $9  million,  the  tax  rate  is  3%.  If  total 
income  is  $9  million  or  more,  tine  tax  rate  is  4.5%  (Forms  355S-A  and  355S-B,  Computation  of  Excise,  Item  6). 


55 


PAFTT  2:  NOmNCOME  EXQSE 


8a.  TayahIP  Ma«^«=;arhn<wft«;  Tangible  Property 

Applicable  only  to  tangible  property  corporations.  Generally,  a  tangible  property  corporation  is  a  corporation  wtnich  owns 
significant  tangible  property  in  ttie  Commonwealth.  A  corporation  is  classified  as  a  tangible  property  corporation  if  its 
qualifying  Massachusetts  property  is  10%  or  more  of  its  qualifying  total  Massachusetts  assets  apportioned  according  to 
the  income  apportionment  percentage.  Qualifying  property  is  any  property  not  subject  to  local  taxation. 

Taxable  Massachusetts  property  is  the  net  book  value  (cost  minus  allowable  depreciation)  of  total  Massachusetts  tangible 
property  minus  exempt  property.  Exempt  from  Massachusetts  tangible  property  is  property  subject  to  local  taxation,  as 
well  as  certified  Massachusetts  waste  or  air  treatinent  facilities  and  certified  solar  or  wind  power  facilities. 

8b.  TayahleNetWnfth 

Applicable  only  to  intangible  property  corporations.  Generally,  an  intangible  property  corporation  is  a  corporation  which 
owns  insignificant  tangible  property  in  the  Commonwealth.  A  corporation  is  classified  as  an  intangible  property  corporation 
if  its  qualifying  Massachusetts  property  is  less  than  10%  of  its  qualifying  total  Massachusetts  assets  apportioned  according 
to  the  income  apportionment  percentage.  Qualifying  property  is  any  property  not  subject  to  local  taxation. 

Except  as  noted  below,  deductions  are  allowed  against  a  corporation's  net  worth  for  capital  stock  and  equity  investinents 
in  some  subsidiary  corporations.  Foreign  corporations  are  allowed  to  exclude  from  Massachusetts  assets  investments  in 
and  advances  to  foreign  subsidiaries  for  which  it  owns  at  least  80%  of  all  voting  stock  and  which  are  not  registered  or 
doing  business  in  the  Commonwealth.  For  domestic  corporations,  a  deduction  is  given  for  investments  in  Massachusetts- 
based  subsidiaries  for  which  at  least  80%  of  all  voting  stock  is  owned. 

In  a  recent  court  ruling  (see  Perini  Corporation  v.  Commissioner  of  Revenue),  the  above  treatment  of  capital  stock  and 
equify  investments  in  some  subsidiaries  was  ruled  unconstitutional  by  the  Massachusetts  Supreme  Judicial  Court  because 
it  Is  in  conflict  with  the  Commerce  Clause  of  the  US  Constitution.  As  a  result  of  the  Perini  decision,  domestic  and  foreign 
corporations  deduct  the  value  of  all  investinents  in  and  advances  to  80%  or  more  owned  subsidiaries  when  calculating 
their  taxable  net  worth. 


9.    Non-1  ncxime  Excise 

A  corporation's  non-income  excise  is  determined  by  multiplying  tiie  value  of  either  taxable  tangible  property  or  net  worth  by 
tine  tax  rate  of  $2.60  per  $1 ,000,  or  0.26%  (Computation  of  Excise,  Items  1  or  2). 


TOTAL  EXaSE 

10.  Excise  Due 

Excise  due  is  tiie  larger  of  tiie  following  two  items:  tine  sum  of  the  income  and  non-income  excise  after  deducting  allowable 
tax  credits  -  the  economic  opportunity  area  credit,  property  tax  for  a  new  facility  in  a  poverty  area,  tiie  3%  Investinent  tax 
credit,  the  vanpool  credit,  the  research  credit,  Hart>or  maintenance  tax  credit  and  any  credits  carried  forward  from  previous 
tax  years;  or  the  minimum  excise  of  $456. 

The  maximum  amount  of  tax  credits  which  may  be  used  in  any  one  taxable  year  cannot  exceed  50%  of  the  excise 
imposed.  A  corporation  may  carry  over  and  apply  the  remaining  credits  not  allowed  because  of  this  limitation  to  the  excise 
for  any  subsequent  taxable  year.  Credits  are  not  allowed  to  reduce  a  corporation's  excise  below  the  minimum  tax. 

11.  Total  Corporation  Excise 

Total  corporation  excise  is  calculated  by  adding  the  amount  of  the  investinent  tax  aedit  recapture,  economic  opportunity 
area  tax  credit  recapture  and  the  voluntary  contiibution  to  tiie  endangered  wildlife  conservation  fund  to  excise  due.  The 
ITC  recapture  is  a  payment  of  tax  on  t\e  portion  of  tiie  investinent  tax  credit  claimed  on  property  which  has  ceased  to  be  in 
qualified  use  before  the  end  of  its  useful  life. 
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Chart  A-1:  Computation  of  Massachusetts  Business  Corporation  Excise 
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Appendix  B:  The  Financial  Institution  Excise 
Description  of  Massachusetts  Financial  Institution  Excise 


Federal  Net  Income 

Total  income  minus  total  deductKDns  as  stated  on  US  Fomn  1 120,  line  28.  This  item  reflects  a  corporaton's  federal  taxable 
income  before  net  operating  losses  and  special  deductions  are  applied.  Note  tfiat  under  tbe  internal  Revenue  Code, 
financial  institutions  are  taxed  as  business  corporations,  not  separately  as  under  the  Massachusetts  General  Law  (Form 
63  Fl  Schedule  A,  Item  2). 

Total  Atju!^  Taxable  Income 

Federal  net  income  adjusted  for  the  different  definitions  of  taxable  income  between  the  federal  and  state  tax  codes. 

The  following  items  must  be  added  to  federal  net  income  to  anive  at  adjusted  income  (Schedule  A,  Item  7): 
•state  and  municipal  bond  interest  (Schieduie  A,  Item  3) 

•foreign,  state  or  local  income,  franchise,  excise  or  capital  stock  taxes  (Schedule  A,  Item  4) 

•net  capital  loss  carryover  used  to  reduce  capital  gain  (Schedule  A,  Item  5) 

•other  income  (Schedule  A,  Item  6) 

The  total  adjusted  taxable  income  (Schedule  A,  Item  1 1)  is  equal  to  the  above  adjusted  income  subtracting  Abandoned 
Building  Renovaton  Deductbn  (Schedule  A,  Item  8),  then  multiplies  apportionment  percentage  (Schedule  D,  Item  5). 

Excise  is  determined  by  multiplying  total  adjusted  taxable  income  in  Massachusetts  by  the  tax  rate  of  1 1 .32%,  if  bank, 
savings  &  loan  association  or  trust,  if  other  financial  institutions  by  1 0.5%  (Form  63  Fl,  Item  2).  Excise  due  is  equal  to  this 
excise  minus  the  Economic  Opportunity  Credit  (Form  63  Fl,  Item  3),  but  not  less  than  minimum  tax  $456. 

Total  Excise  Due  After  Voluntary  ContribLition 

The  total  excise  due  is  calculated  by  adding  any  voluntary  contribution  (Form  63  Fl,  Item  7)  to  the  Endangered  Wildlife 
Conservation  Fund  and  Economic  Opportunity  Area  Credit  Recapture  (Form  63  Fl,  Item  8)  to  the  excise  due  (Excise  due, 
Item  6). 
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Chart  B-1:  Computation  of  the  Financial  Institution  Excise 
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Appendix  C:  The  Public  Service  Excises 
Description  of  Massachusetts  Public  Service  Company  Excises 

The  public  service  company  excises  cover  two  different  groups  of  organizations.  The  first  are  the  public  service  corporations 
that  provide  gas,  electric  and  water  service,  public  transportation  and  telephone  service  to  f^assachusetts  residents.  The 
second  group  are  the  organizations  involved  in  urban  redevelopment  projects. 

Public  Service  Companies 

The  companies  file  a  Form  P.S.  1  and  pay  an  excise  on  their  apportioned  adjusted  federal  net  income.  The  federal  net  income 
as  calculated  on  the  federal  Form  1 120  is  used  as  the  starting  point  and  adjusted  to  conform  to  the  Massachusetts  definition  of 
taxable  income.  The  adjustments  made  are:  add  taxes  paid  to  other  jurisdictions  which  are  subtracted  from  federal  net  income; 
add  interest  eamed  from  state  and  municipal  bonds;  add  the  portion  of  net  capital  loss  carryovers  used  to  reduce  capital  gains 
(from  US  Form  1 120,  Schedule  D);  and  subtract  dividends  received  from  other  utility  corporations  for  which  80%  or  more  of 
voting  stock  is  owned.  There  is  also  a  line  item  for  other  income  that  is  included  in  Massachusetts  taxable  income.  This 
adjusted  net  income  amount  is  then  apportioned  to  reflect  Massachusetts  activity  using  an  equally-weighted,  three-factor 
formula  based  on  payroll,  property  and  sales. 

Once  the  Massachusetts  taxable  income  is  calculated,  a  tax  rate  of  6.5%  is  applied.  No  credits  are  allowed  under  the  public 
service  company  excise.  These  companies  do  not  face  a  minimum  excise  as  do  business  corporations. 

Urban  Redevelopment  Organizations 

Corporations,  partnerships,  trusts  and  individuals  that  redevelop  a  site  in  an  urban  area  for  reuse  are  subject  to  tax  under 
Chapter  121 A  of  the  Massachusetts  General  Laws.  They  are  required  to  annually  file  a  Form  121 A  for  this  excise. 

The  excise  consists  of  two  parts.  The  first  is  a  5%  tax  on  gross  income  from  all  sources,  defined  as  payments  received  from 
persons  for  the  right  to  reside  in  or  occupy  a  portion  of  a  redeveloped  project  less  federal  interest  deduction  payments.  The 
second  is  a  1%  tax  on  the  fair  cash  value  of  owned  or  leased  real  and  tangible  personal  property  exempt  from  locaJ  taxation. 

There  is  also  a  provision  for  a  minimum  tax  based  on  the  three-year  average  assessed  value  of  owned  or  leased  reaJ  and 
tangible  personal  property  before  it  was  made  exempt  from  local  taxation.  The  final  excise  due  is  the  greater  of  the  minimum 
excise  and  the  excise  based  on  gross  income  and  fair  cash  value  of  property. 

Computation  of  Public  Service  Excises 


PUBLIC  SERVICE  CORPORATIONS 

1.  Federal  Net  income 

Total  income  minus  totaJ  deductions  as  stated  on  US  Form  1 120,  line  28.  More  specifically,  this  item  reflects  a  corpora- 
tion's federal  taxable  income  before  net  operating  losses  and  special  deductions  are  applied.  Note  that  under  the  Internal 
Revenue  Code,  public  utilities  are  taxed  as  business  corporations,  not  separately  as  under  the  Massachusetts  General 
Law  (Form  P.S.  1 ,  Computation  of  Franchise  Tax,  Item  1). 

2.  Total  Income 

Federal  net  income  adjusted  for  the  different  definitions  of  taxable  income  between  the  federal  and  state  tax  codes.  The 
following  items  must  be  added  to  federal  net  income  to  arrive  at  total  income  (Computation  of  Franchise  Tax,  Item  6): 

•state  and  municipal  bond  interest  (Computation  of  Frarxtiise  Tax,  Item  2) 

•foreign,  state  or  local  franchise,  excise  or  capital  stock  taxes  (Computation  of  Franchise  Tax,  Item  3) 

•net  capital  loss  carryover  used  to  reduce  capital  gain  (Computation  of  Franchise  Tax,  Item  4) 

•other  income  (Computation  of  Franchise  Tax,  Item  5) 


3.  Atjufrted  Net  Inmme 

Total  Income  determined  above  is  adjusted  for  the  receipt  of  dividends  from  utility  companies  of  which  at  least  80%  of  the 
stock  is  owned  by  the  public  sen/ice  corporation.  This  is  the  amount  of  income  that  is  subject  to  apportionment 
(Computation  of  Franchise  Tax,  Item  8). 

4.  Mas5anhtj««jtt?;  TaxaNe  Income 

Adjusted  net  income  is  multiplied  by  the  income  apportionment  percentage  to  determine  ttie  income  taxable  in 
Massachusetts  (Computation  of  Frarrchise  Tax,  Item  10). 

5.  Excise  Due 

A  public  service  company's  excise  is  detemined  by  multiplying  its  Massachusetts  taxable  income  by  the  tax  rate  of  6.5% 
(Computation  of  Franchise  Tax,  Item  11). 
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6.    Total  Exdse  Due  After  Voluntary  CtMitribution 

The  total  excise  due  is  calculated  by  adding  any  voluntary  contribution  to  the  Endangered  Wildlife  Conservation  Fund  to 
the  excise  due  (Schedule  A,  Item  15). 


URBAN  REDEVELOPMEhfT  ORGANIZATIONS 

1.  Gross  income  From  All  Sources 

This  covers  all  income  generated  from  the  redeveloped  site  through  payments  made  by  persons  for  the  right  to  reside  In  or 
occupy  a  portion  or  all  of  the  project  (Form  121  A,  (Computation  of  Excise,  Item  1  A).  Only  federal  interest  deduction 
payments  are  permitted  to  reduce  income  according  to  this  concept.  This  income  is  subject  to  a  5%  tax  (Computatbn  of 
Excise,  Item  2B). 

2.  Fair  Cash  Value  of  Property  Exempt  From  Local  Taxation 

The  fair  cash  value  of  owned  or  leased  real  and  tangible  property  exempt  from  local  taxation  is  also  subject  to  tax 
(Computation  of  Excise,  Item  2A).  Such  property  deemed  tax-exempt  as  of  January  1 , 1 997  is  subject  to  a  state-level  tax 
of  $1 0  per  $1 ,000  of  value,  or  1  %  (Computation  of  Excise,  Item  2B). 

3.  Excise  Due  Based  on  Income  and  Fair  Cash  Value 

This  is  the  sum  of  the  5%  tax  on  gross  income  and  the  1%  tax  on  the  fair  cash  value  of  property  exempt  from  local  taxation 
(Computation  of  Excise,  Item  3B). 

4.  Mnimum  Excise 

The  minimum  excise  faced  by  urtan  redevelopment  organizations  is  based  on  the  three-year  average  fair  cash  value  of 
properly  not  subject  to  local  taxation.  The  local  tax  rate  from  fiscal  1997  is  applied  to  this  average  value  to  determine  the 
minimum  excise  amount  (Computation  of  Excise,  Item  78). 

5.  Total  Excise  Before  Voluntary  Contribution 

This  is  the  larger  of  either  tine  minimum  excise  or  the  excise  based  on  income  and  fair  cash  value  of  property  exempt  from 
local  taxation  (Computation  of  Excise,  Item  88). 

6.  Total  Excise  Due 

The  total  excise  due  is  calculated  by  adding  any  voluntary  contilbution  to  the  Endangered  Wildlife  Conservation  Fund  to 
the  excise  due  (Computation  of  Excise,  Item  108). 
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Chart  C-1:  Computation  of  the  Massachusetts  Public  Service  Organization  Excises 
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Appendix  D:  The  Insurance  Company  Excises 
Description  of  Massachusetts  Insurance  Excise 


In  1 997  Massachusetts  taxed  insurance  companies  differently  tfian  otfier  business  corporations.  Botti  the  basis  for  taxation 
and  tax  rates  differ  among  the  various  types  of  insurance  companies  -  life  insurance  companies,  ocean  marine  and  other 
insurance  companies,  and  property  and  casualty  companies. 


Determination  of  Excise 

Life  Insurance  Companies 

In  1 997,  life  insurance  companies  authorized  to  do  business  in  the  Commonwealth  are  subject  to  a  premium-based  excise. 
Domestic  life  insurers  are  liable  for  an  additional  investment  privilege  excise. 

Premium  Excise: 

The  premiums-based  excise  is  imposed  on  life  and  accident  and  health  (A&H)  premiums  issued  during  the  preceding  calendar 
year  which  are  allocable  to  Massachusetts.  (Premiums  for  approved  Preferred  Provider  organizations  are  taxed  separately. 
See  Preferred  Provider  Organizations  for  details).  For  foreign  companies,  life  premiums  are  allocable  to  Massachusetts  if  the 
insured  is  a  resident  of  Massachusetts.  A&H  premiums  are  allocable  to  Massachusetts  if  the  premiums  are  paid  to  insure 
property  or  interest  in  the  state.  For  domestic  companies,  all  premiums  are  allocable  if  the  insured  is  a  resident  of 
Massachusetts  or  a  resident  in  a  jurisdiction  where  no  tax  is  paid  by  the  insurance  company.  Like  most  states,  Massachusetts 
exempts  annuity  premiums  from  taxation.  Massachusetts  also  imposes  retaliatory  taxes  on  insurance  companies  based  in 
states  that  impose  retaliatory  taxes  on  Massachusetts-based  companies. 

Certain  adjustments  must  be  made  to  net  life  and  A&H  premiums  to  determine  the  value  of  premiums  taxable  in  the 
Commonwealth.  Dividends  paid  by  the  insurance  company  to  pxDlicyholders  which  are  applied  to  purchase  additional 
insurance  or  to  shorten  the  premium  paying  period  are  generally  not  included  in  net  premiums,  and  must  be  added  to  foreign 
and  domestic  life  premiums  and  domestic  accident  and  health  premiums.  However,  deductions  are  allowed  for  these 
dividends. 

The  Commonwealth  allows  other  dividend-related  deductions:  deductions  for  dividends  paid  by  the  insurance  company  to 
policyholders  which  are  either  paid  in  cash,  applied  to  future  premiums,  or  left  to  accumulate  interest.  A  deduction  is  also 
allowed  for  premiums  retumed  to  policyholders  (not  including  cash  surrender  values). 

Domestic  corporations  are  allowed  an  additional  deduction  for  premiums  for  employee  group  life  and  accident  and  health 
plans. 

The  excise  on  taxable  life  and  accident  and  health  premiums  is  calculated  at  a  2.00%  rate.  Foreign  insurers  are  liable  for  the 
larger  of  the  excise  as  calculated  according  to  retaliatory  provisions,  or  the  excise  calculated  according  to  Massachusetts 
provisions  as  described  above. 
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All  insurance  companies  that  are  authorized  to  do  business  in  the  Commonwealth  are  entitled  to  a  credit  as  members  of  the 
Massachusetts  Life  and  Health  Insurance  Guaranty  Association.  The  Massachusetts  Life  and  Health  Insurance  Guaranty 
Association  was  established  to  protect  policyholders  against  the  insolvency  of  member  insurers  by  assuming  the  obligations  of 
a  member  insurer  that  cannot  meet  its  contractual  obligations.  In  order  to  carry  out  its  duties,  the  Association  assesses  its 
members  for  certain  costs.  However,  members  are  allowed  a  credit  against  their  excise  equal  to  1 0%  of  assessments  for  five 
calendar  years.  In  effect,  the  credit  provides  an  offset  of  50%  of  the  Association's  assessments  over  a  five-year  period.  The 
credit  is  limited  to  $3  million  for  all  member  insurers  for  a  calendar  year. 

The  credit  is  based  on  the  annual  assessment  in  the  prior  year,  with  the  assessments  for  1 991  being  the  first  year  eligible  for 
this  credit. 

Domestic  life  insurers  can  also  claim  a  credit  against  tiieir  premium  excise  equal  to  1 .5%  of  the  company's  proportionate  share 
of  the  cost  of  certain  investinents  in  the  Massachusetts  Capital  Resource  Company.  The  Massachusetts  Capital  Resource 
Company  was  established  in  1977  to  provide  capital  financing  for  businesses,  and  was  funded  through  assessments  on 
domestic  life  insurers. 

Premiums  excise  due  is  the  premium  excise  (or,  for  foreign  insurers,  an  excise  calculated  according  to  retaliatory  provision) 
less  allowable  credits.  Since  1 989,  insurance  companies  can  also  make  a  voluntary  contribution  for  endangered  wildlife 
conservation. 

Investinent  Privilege: 

In  1 997,  domestic  insurers  were  also  subject  to  an  investment  privilege  excise  which  is  based  on  a  company's  investment 
income  allocable  to  Massachusetts.  Investinent  income  includes  such  items  as  interest,  dividends,  rents  and  royalties,  less 
allowable  deductions  such  as  depreciation.  Taxable  investinent  income  is  calculating  using  Federal  investinent  income  as  its 
starting  point.  A  company's  federal  taxable  income  is  determined  by  dividing  total  taxable  investinent  income  into  two 
components-"policyholders'  share"  and  "  company's  share".  For  federal  purposes,  policyholders'  share  of  income  are 
earnings  on  tiie  amounts  that  insurance  companies  are  required  to  hold  in  reserve  to  meet  policy  and  other  contiBctual 
liabilities.  Insurance  companies  are  not  taxed  on  tine  "policyholders'  share"  of  investinent  income,  but  are  taxed  on  tiie 
remainder-the  "company's  share"  of  investinent  income. 

Massachusetts  requires  tinat  certain  adjustinents  be  made  to  the  company's  share  of  taxable  investinent  income.  State  and 
municipal  bond  interest  not  included  in  the  company's  Federal  income  and  taxes  deducted  ti-om  Federal  income  must  be  added 
to  income  for  Massachusetts  purposes.  Massachusetts  does  not  allow  the  Federal  deduction  for  dividends  received,  but 
allows  its  own  deduction  for  most  dividends. 

Investinent  income  is  allocated  to  Massachusetts  according  to  an  apportionment  percentage  comprised  of  two  factors-a 
premium  factor,  representing  90%  of  the  apportionment  percentage,  and  a  payroll  factor,  representing  10%  of  the 
apportionment  percentage.  The  premium  factor  is  calculated  by  dividing  tine  sum  of  life  insurance  premiums,  annuity 
considerations  and  A&H  premiums  related  to  direct  business  in  the  Commonwealth,  as  well  as  premiums  and  annuities  in 
jurisdictions  where  no  taxes  are  paid  by  ttie  total  of  all  life  premiums,  annuity  considerations  and  A&H  premiums  received 
during  tine  taxable  year.  This  total  is  tinen  multiplied  by  9.  The  payroll  factor  is  calculated  by  dividing  compensation  paid  in 
Massachusetts  by  tiie  total  amount  of  compensation  paid  during  the  taxable  year.  The  premium  factor  and  tiie  payroll  factor 
are  comtDined  and  divided  by  10  to  arrive  at  tiie  Massachusetts  apportionment  percentage.  Because  tiie  apportionment  factor 
cannot  exceed  20%  by  statute,  tiie  actual  apportionment  percentage  is  eitiier  the  Massachusetts  apportionment  percentage  or 
20%,  whichever  is  less. 
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Investment  income  allocated  to  Massachusetts  is  taxed  at  a  rate  of  14%.  Insurers  with  admitted  assets  of  less  that  $240 
million  are  allowed  a  credit  against  their  investment  privilege  excise.  The  credit  is  equal  to  $20,000  for  companies  with  assets 
totaling  less  than  $200  million,  and  declining  by  $500  for  each  $1  million  in  assets  above  $200  million.  In  determining  the  total 
excise  due,  domestic  life  insurance  companies  can  also  make  a  voluntary  contribution  for  endangered  wildlife  conservation. 

Provisions  in  the  law  allow  domestic  corporations  who  were  authorized  to  do  business  in  the  Commonwealth  as  of  Decemt)er 
31 , 1943  to  calculate  their  excise  based  on  the  net  value  of  life  insurance  policies  rather  than  a  premium-based  life  insurance 
excise.  This  provision  is  only  available  to  corporations  whose  excise  calculated  on  the  basis  of  the  value  of  policies  has  never 
exceeded  the  excise  calculated  on  a  premium  basis.  Given  these  restrictions,  the  use  of  this  provision  is  extremely  limited. 

Other  Insurance  Companies 

Life  insurers  and  insurance  companies  engaged  in  ocean  marine  business  are  subject  to  taxation  in  the  Commonwealth  under 
separate  provisions  of  the  law.  All  other  insurers,  primarily  property  and  casualty  insurers,  are  subject  to  taxation  based  on  tine 
amount  of  premiums  subject  to  tax  in  Massachusetts.  Domestic  insurers  are  liable  for  an  additional  excise  on  investment 
income. 

Premium  Excise: 

Insurers  taxable  under  these  provisions  are  subject  to  an  excise  based  on  tiie  amount  of  net  direct  premiums  subject  to  tax  in 
Massachusetts.  Net  direct  premiums  are,  for  Massachusetts  purposes,  gross  premiums  adjusted  for  certain  other  items  such 
as  additional  assessments  made  on  policyholders.  Premiums  and  charges  are  subject  to  tax  in  Massachusetts  if,  for  foreign 
corporations,  the  premiums  relate  to  property  or  interests  in  Massachusetts  or,  for  domestic  corporations,  if  premiums  are 
written  in  Massachusetts  or  in  a  jurisdiction  where  no  tax  is  paid. 

Both  domestic  and  foreign  insurers  are  allowed  a  deduction  for  premiums  which  are  returned  or  credited  to  policyholders  In 
Massachusetts  as  dividends.  Net  premiums,  less  \he  dividend  deduction,  are  taxed  at  a  2.28%  rate.  Eamings  from  the 
Massachusetts  Property  Insurance  Underwriting  Association  and  Crime  Insurance  Program  ( "Fair  Plan"  programs),  which 
companies  doing  business  in  Massachusetts  are  required  to  participate  in,  are  also  subject  to  tax  at  tine  2.28%  rate. 

Investinent  Income  Excise: 

Domestic  insurers  are  also  subject  to  an  excise  on  gross  investiment  income.  Gross  investinent  income  includes  all  interest 
earned  on  bonds,  loans  and  cash,  on  dividends,  on  real  estate,  and  on  other  invested  assets.  A  1.00%  tax  rate  is  applied  to  a 
domestic  insurers  gross  investment  income. 

Both  foreign  and  domestic  companies  are  entitled  to  a  tax  credit  as  members  of  the  Massachusetts  Life  and  Health  Insurance 
Guaranty  Association.  Members  are  allowed  a  credit  against  tineir  excise  equal  to  10%  of  assessments  for  five  calendar  years. 
In  effect,  tiie  credit  provides  an  offset  of  50%  of  tiie  Association's  assessments  over  a  five-year  period.  The  credit  is  limited  to 
$3  million  dollars  for  all  member  insurers  for  a  calendar  year. 

Foreign  insurers  are  liable  for  tiie  larger  of  the  excise  as  calculated  according  to  retaliatory  provisions,  or  tiie  excise  calculated 
according  to  Massachusetts  provisions  as  described  above. 
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Preferred  Provider  Organizations 

Since  1989,  premiums  generated  by  authorized  preferred  provider  organizations  have  been  taxed  separately  from  other 
accident  and  health  premiums.  Preferred  provider  organizations  are  those  organizations  that  offer  or  administer  a  health 
benefit  plan  under  a  preferred  provider  arrangement  as  authorized  by  the  Commissioner  of  Insurance.  The  Commonwealth 
taxes  gross  premiums  generated  by  these  organizations  for  coverage  of  Massachusetts  residents,  net  of  premiums  retumed  or 
credited  to  policyholders  as  dividends,  at  a  2.28%  rate. 

Ocean  Marine  Business 

Profits  earned  on  ocean  marine  business  are  subject  to  a  separate  excise  in  f\/lassachusetts.  For  purposes  of  this  excise, 
ocean  marine  business  means,  in  general,  premiums  related  to  the  insurance  of  goods  that  are  exported,  imported,  or 
transported  by  ocean. 

The  excise  on  ocean  marine  business  is  calculated  based  on  a  three-year  average  of  net  underwriting  profits.  Net  underwriting 
profits  are  determined  using  total  net  premiums  written  in  the  United  States  during  the  taxable  year  as  a  starting  point,  and 
subtracting  unearned  premiums.  Deductions  are  also  allowed  for  losses  incurred,  net  expenses,  dividends,  and  federal 
income  tax  owed  to  arrive  at  net  underwriting  profit. 

The  average  of  the  previous  three-years'  net  underwriting  profit  is  apportioned  to  Massachusetts  using  a  ratio  of  the  3-year 
average  of  ocean  marine  business  written  in  the  Commonwealth  to  the  three-year  average  of  ocean  marine  business  written  in 
the  United  States.  A  5.7%  rate  is  applied  to  taxable  profits  to  determine  excise  due  in  the  Commonwealth. 
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Chart  D-1:  Summary  of  1997  Tax  Forms  for  Insurance  Companies 


Tax  Foim 

Type  of  Company 

Foreign  or 
Domestic 

Base  of  Tax 

Tax  Rate 

Retaliatory 
Tax 

Provision 

DL-1 

Life  Insurance 

Domestic 

Taxable  life,  accident  and 

1  ICTCtlU  1  11  loUl  CU          pi  CI  1  IIUl  1  lO, 

net  value  of  policies 

2%  on  life  and 

CLkA^JI  ICdlll  1  II  lO. 

premiums,  .25% 
on  net  value 

N/A 

DL-2 

Life  Insurance 

Domestic 

Taxable  net  investment 

II  iKAJl  1  IC  djjpvjl  \.\\Ji  lOVJ  lU 

Massachusetts 

14% 

N/A 

63-22 

Insurance  Companies, 
except  Life  Insurance  or 

wVyCCU  i  IVICU  II  IC 

Domestic 

Taxable  (non-life)  insurance 
premiums  and  gross 

II  IVCDU  1        11  II  ILAJI  1  IC 

2.28%  on 
premiums,  1% 

KJ\  I  II  IVCOU  1  ICTi  11 

income 

N/A 

63-23 

Insurance  Companies, 
except  Life  Insurance  or 
Ocean  Marine 

Foreign 

Taxable  premiums  for 
insurance  of  property  or 
interests  attributable  to 

M3<i<v?phi  i<5Ptt«; 

2.28% 

Yes 

63-20-23 

Life  Insurance 

Foreign 

Taxable  life  insurance 
premiums  attributable  to 
Massachusetts,  accident 
and  health  insurance 
premiums 

2%  on  all 
premiums 

Yes 

176-1 

Preferred  Providers 
(Accident  and  Health 
Insurers,  Nonprofit 
Hospitals,  Hf\/IO's,  and 
other  nonprofit  medical, 
optometric  or  dental 
companies) 

Domestic 
and  Foreign 

Gross  premiums  for 
coverage  of  persons  who 
reside  in  Massachusetts 

2.28% 

N/A 
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